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1. Overview
Korean SMEs play a pivotal role in the national economy, accounting for 
99.9% of all enterprises (3 million SMEs), 87.5% of total employment (10.8 
million employees), and 49.4% of production (SMBA, 2010). While the 
economic status of SMEs is considerably important in Korea, SMEs face 
difficulties in terms of productivity and competitiveness. It has been recognized 
that these difficulties mainly arise from the lack of skills formation. 
Subsequently, in order to help SMEs develop human resources, the Korean 
government has adopted various skills development policies to encourage them 
to train their workers. In particular, the Korean government has used policy 
strategies focused on employees within SMEs, which do not have an inferior 
training infrastructure relative to large companies. However, even though policy 
outcomes for SMEs have been identified in terms of increasing the number of 
places, budget, and number of participating employees, the participation rate of 
SMEs is still much lower than that of large enterprises. Thus, the task of 
increasing SME participation in the development of the skills of their employees 
is one that must still be carried out.
There are numerous possible reasons why SMEs do not actively implement 
education and training for their employees: concern about production failures 
caused by absences for education and training purposes, lack of time and 
budget, lack of information about education and training programs and methods, 
training contents and methods that are irrelevant to SMEs' situation, ignorance 
on the part of management, lack of awareness about the need for skills 
development because of the conduct of simple and routine work, and concerns 
about poaching. However, the fundamental difference between SMEs and large 
companies lies in the characteristics of the work they carry out, and the means 
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used to develop skills. More to the point, while large companies have rather 
specific job duties, SMEs do not tend to have clearly defined job roles, and one 
employee is thus likely to be responsible for several jobs. As a result, SMEs 
face difficulties whenever one of their employees must attend education and 
training programs.
Furthermore, in terms of the means of skills development, formal learning 
such as classroom-based training is frequently used in large companies, whereas 
formal as well as informal learning are utilized in the case of SMEs. Informal 
learning focuses on the interaction between people and the relationships with 
others on the job. Essentially, it has been recognized that informal learning in 
SMEs plays a critical role in delivering specific job skills and information from 
seniors to juniors, as well as in maintaining the sustainable survival of 
organizations. In addition, SMEs face the challenge of not knowing how to 
develop employees’ job competencies because they do not have a suitable 
infrastructure to support the development of their skills. On the other hand, 
large companies are endowed with the necessary infrastructure.
As previously mentioned, the main reason for the low participation rate of 
SMEs in education and training arises from the characteristics of their own 
work environment. That being said, the implementation and means of support 
provided by government-supported programs for SMEs should be fundamentally 
reviewed to determine whether they are suitable for the actual situation of 
SMEs. To this end, thus study analyzes the status of skills development in 
SMEs and the problems of government-supported policy programs, and suggests 
the direction as well as measures which must be  put in place in order to 
establish a system to promote skills development in SMEs. 
More specifically, a review of the concepts of skills development, importance 
of skills development within SMEs, and of the laws and regulations pertaining 
to skills development was carried out. Second, the outcomes of government 
policies and programs that support SMEs were reviewed and the problems of 
skills development in SMEs were analyzed on the basis of a review of the 
available literature. Third, the current status and needs of SMEs were 
investigated by conducting surveys and in-depth interviews with human resource 
managers as well as employees of SMEs. Fourth, the implications for the skills 
development policy in Korea were suggested on the basis of a review of 
overseas cases such as Japan and Britain. Finally, the direction and measures 
needed to promote an increased participation rate amongst SMEs as pertains to 
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skills development, as well as to encourage them to voluntarily develop 
employees’education and training, were introduced.
 
2. Policy Implications of Establishing a System to Promote Skills 
Development in SMEs
 
□ Desirable direction in terms of the establishment of a system to promote 
skills development in SMEs 
 ▪ Establishment of a skills development system focused on SMEs and their  
     employees based on the demand for education and training
   - Establishment of a market-friendly skills development system, which is   
     oriented toward on-site training or learning activities within SMEs
   - Establishment of customized skills development systems
 
□ Measures to establish a system to promote skills development within SMEs 
 ▪ Establishment of a skills development system focused on SMEs and their  
employees in terms of the demand for education and training
   - Establishment of skills development systems that reflect the needs of    
SMEs in terms of education and training programs
   - Review of the provision of costs for on-site training so as to make     
possible substantial support for education and training as well as learning 
activities hat are based on various learning approaches, including formal 
learning, informal learning, and blended learning
   - Introduction of a consulting system related to education and training as  
well as to learning activities within SMEs 
   - Promotion of best skills development practices and government-supported  
policies and programs for SMEs 
   - Simplification of the administrative process with regards to the reimbursement 
of costs for government-supported programs
   - Review of training in-house trainers or instructors who can train employees 
within SMEs
 ▪ Establishment of a market-friendly system for skills development geared 
towards on-the-job training in SMEs
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   - Implementation of government skills development policies that can  support 
various learning activities such as informal learning, formal  learning, and 
blended learning
   - Support for informal learning to help SMEs voluntarily enhance firm- 
specific skills by offering manuals or guidelines
   - Review of the provision of the costs for on the job training 
 ▪ Establishment of customized and prior skills development support systems
   - Change of the direction of support towards one which can lead and induce 
SMEs to participate in skills development
   - Establishment of a customized supporting system that is suitable for an 
SME's individual situation and needs
   - Provision of skills development training programs for SMEs via consultants 
who can help SMEs participate in education and training as well as implement 
learning activities
